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MEMORANDUM

Cheryl T. Farson, General Counsel

Corporation Commission-Securities Division
Direct line: 602-542-0193
Facsimile: 602-594-7476

E-mail; cf@ccsd.cc.state.az.us

Docket Control

FROM: Che ryl T. Fa rson

DATE : September 18, 2007

Docket # RS-00000A-07-0421RE:

Please file the attached Notice of Proposed Rulemaking, Agency Certificate, and Agency Receipt
in docket # RS-00000A-07-0421.

Tha nk you.

Ar\1ona Cotwmilon Commission
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NOTICE OF P ROP OS ED RULEMAKING J4. » L. . in' Q.

1. Agency Name: Arizona Corporation Commission, Securities Division

2. The  Articles  and the  Sections  involved in the  Rulemaking lis ted in a lphabe tica l

and numerical order:

Subchapters. Articles, Parts, and Sections Action

Article  1

Section R14-4-116 Amend



x

AGENCY CERTIFICATE
Notice of Proposed Rulemaldng

1. A2encv name: Arizona Corporation Commission, Securities Division

2. Chapter heading: Chapte r 4. Corpora tion Commiss ion , Securitie s

3. Code citation for Chapter: 14 A.A.C. 4

4 . The  Subchapte rs , if applicable ; the  Artic le s ; the  Pa rts , if applicable ; and the

Sections involved in the rulemaldng, listed in numerical order:

Subchapters, Articles, Parts, and Sections Ac tio n

Article  1. In Gene ra l Re la ting to die  Securitie s  Act

R14-4-116 Amend

5. The rule contained in this package is true and correct as proposed.

-7- OF
/ /

. V I

Signet/ure of Interim Executive Director
of the Arizona Corporation Commission

Date  of S igning

De a n  Mille r
Typed Name  of S igne r

In te rim Exe c u tive  Dire c to r
Title  of S igne r

7. Exempt from Governor's Regulatory Review Council: A.R.S. §41-1057



NOTICE OF P ROP OS ED RULEMAKING

TITLE 14. P UBLIC S ERVICE CORP ORATIONS ; CORP ORATIONS  AND AS S OCIATIONS  ;

S ECURITIES  REGULATION

CHAP TER 4 . CORP ORATION COMMIS S ION-S ECURITIES

ARTICLE 1 . IN GENERAL RELATING TO THE ARIZONA S ECURITIES  ACT

P REAMBLE

1. Sections  Affected Rule ma king Action

A.A.C. R14-4-116 Ame nd

2.. The statutory authority for the rulemaldng_ including both the authorizing statute (general)

and the statute the rule is implementing (specific) :

Authorizing statute:

Implementing statute:

Constitutional authority:

3. A list of all previous notices appearing in the Register addressing the proposed rule.

Notice  of Rule ma king Docke t Ope ning 13 A.A.R. 2687, August 3, 2007

4. The name and address of agency personnel with whom persons may communicate regarding

the  rulemaldng :

Name : Cheryl T. Farson, Genera l Counsel

Address ; Arizona  Corpora tion Commiss ion, Se curitie s  Divis ion
1300 W. Washington, Third Floor
Phoenix, AZ 85007-2996

Telephone: (602) 542-0193

Fa x Numbe r:

E-ma il:

(602) 594-7476

cfarson@azcc.gov
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Written comments  should be  submitted to the  Corpora tion Commiss ion's  Docke t

Control a s  provided in item 10.

An explana tion of the  rule . including doe  agency's  reasons  for initia ting the  rule:

A.A.C. R14-4-116 incorpora tes  by re fe rence  certa in North American Securities

Adminis tra tors  Associa tion ("NASAA") s ta tements  of policy and guide lines  used by due

Arizona  Co ora tion Commiss ion's  S e curitie s  Divis ion a s  its  s ta nda rds  of re vie w forup

R1-1-414, A.A.C. R14-4-116 does  not include  any la te r amendments  or editions  of the

incorporated matter. Effective May 7, 2007, NASAA amended its policy statements relating

to Asse t-Backed Securities , Commodity Pool Programs, Equipment Programs, Mortgage

Programs, Oil and Gas Programs, Real Estate Investment Trusts, and Real Estate Programs

and its Omnibus Guidelines to revise financial suitability standards to reflect inflation. The

Corpora tion Commiss ion proposes to a me nd A.A.C. R14-4-116 to incorpora te  the  NAS AA

amendments.

The suitability s tandards  amended by NASAA are  financia l s tandards  designed to

ensure that issuers do not sell complex and risky securities to investors for whom such

inves tments  a re  not suitable . The  NASAA sta tements  of policy and guide lines  may be

viewed in the ir entire ty a t http://www.nasaa .org/home /index.cfin by clicldng on "Direct

Pa rticipa tion P rogra ms ."

In drafting the amendments, the NASAA project group solicited comments from all of

the  s ta te  securities  regula tors  and from the  public. The  project group he ld a  public hea ring

regarding its proposed amendments on October 20, 2006. After receiving, reviewing, and

5.
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considering responses from the  public, the  project group recommended the  amendments  and

NASAA a dopte d the m e ffe ctive  Ma y 7, 2007.

The  Corpora tion Commiss ion proposes  to amend A.A.C. R14-4-116 to incorpora te  the

NASAA amended s ta tements  of policy and guide lines  to enhance  investor protection and

uniformity among the  s ta tes  with respect to the  s tandard of review applied to applica tions

for regis tra tion of the  specified securitie s  transactions .

A reference to any study relevant to die rule that the a,qencv reviewed and either proposes to

re ly on in its  eva lua tion of or jus tifica tion for the  rule  or proposes  not to re ly on in its

eva lua tion of or jus tifica tion for the  rule , where  the  public may obta in or review each s tudy,

all data underlying each study. and any analysis of each study and other supporting material :

None .

7. A showing of good cause why the rule is necessaxv to promote a statewide interest if the rule

will diminish a previous grant of authority of a political subdivision of this state:

Not a pplica ble .

The preliminary summary of the economic, small business, and consumer impact:

The economic, small business , and consumer impact s ta tement for A.A.C. R14-4-116

analyzes the costs, savings, and benefits that accrue to the Corporation Commission,

regula ted persons , and the  genera l public. The  amendment to A.A.C. R14-4-116 should

have  no economic impact on the  Corpora tion Commiss ion. The  Corpora tion Commiss ion

does not anticipate that the rule will have a debt financial impact on regulated persons. An

indirect financia l impact may re sult if the  unive rse  of potentia l inves tors  is  reduced for

registered securities transactions subj et to the revised suitability standards, The

6.
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Corpora tion Commission does  not anticipa te  tha t the  rule  will impose  costs  upon the  genera l

public.

The  bene fits  provided by the  amendment to A.A.C. R14-4-116 a re  ro quantifiable .

The  Corpora tion Commission anticipa tes  tha t the  genera l public may benefit from increased

inve s tor prote ction. S ta te  se curitie s  re gula tors  pa rticipa te  in the  dra fting of NASAA

sta tements  of policy and adopt them in order to facilita te  uniformity among the  s ta tes

regarding the  s tandards  imposed on applicants  for regis tra tion of securities . The

Corpora tion Commiss ion anticipa tes  tha t regula ted pe rsons  may benefit firm such

uniformity.

9. The name and address of agency personnel with whom persons rnav communicate regarding

the accuracy of the economic, small business, and consumer impact statement:

Na me : Cheryl T. Parson, Genera l Counsel

Address : Arizona  Corpora tion Commiss ion, Se curitie s  Divis ion
1300 W. Washington, Third Floor
Phoenix, AZ 85007-2996

Telephone : (602) 542-0193

Fa x Numbe r:

E-ma il:

(602) 594-7476

cfarson@azcc.gov

Written comments should be submitted to the Corporation Commission's Docket

Control a s provided in ite m 10.

10. The time, place, and nature of the proceedings for the making, amendment, or repeal of the

rule, or if no proceeding is scheduled, where, when, and how persons may request an oral

proceeding on the proposed rule :

The Corporation Commission has scheduled the following arad proceeding:

4



Date: December 3, 2007

Time : 10:00 a.m.

Loca tion: Arizona  Corpora tion Commiss ion
1200 West Washington Avenue, Room 100
Phoenix, Arizona  85007

Nature : Oral proceeding.

Written comments on the  Notice  of Proposed Rulemaking will be  accepted dirough

December 3, 2007. Written comments should include  a  reference  to Docket No. RS-00000A-

07-0421 and should be addressed to:

Docket Control
Arizona Corporation Commission
1200 West Washington Avenue
Phoenix, Arizona 85007

Please send a copy of your written comments to the individual identified 'Lm item 4.

Although the Corporation Commission will accept written comments through December 3,

2007, the Corporation Commission requests that interested persons file 'initial written

comments on the proposed rules on or before November 13, 2007, and file any written

comments in response to other interested persons' comments on or before November 26, 2007.

Subsequent to the oral proceeding, the Corporation Commission will taken final action at an

open meeting with respect to the making of the proposed rule.

An individual with a disability who desires to attend the arad proceeding may request, in

advance, a reasonable accommodation such as a sign language interpreter. In addition, an

individual with a disability may request this document in an alternative format Requests

should be directed to Linda Hogan, ADA Coordinator,by email at LHogan@azcc.gov or by

voice phone number at (602) 542-3931. Requests should be made as early as possible to allow

time to arrange an accommodation.

1
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11. Arv other matters prescribed by statute that are applicable to the specific a,qencv or to any

specific Me  or cla ss  of rules :

None .

12. Incorporations by reference and their location 'm the rule:

The  following NASAA materia ls  a re  incorpora ted by re fe rence  in A.A.C. R14-4-116(A) :

1. Sta tement of policy regarding loans and other materia l a ffilia ted transactions, amended

November 18, 1997.

2. Registra tion of asse t-backed securities , adopted October 25, 1995, amended May 7,

2007.

3. NASAA mortgage program guidelines, adopted September 10, 1996, amended May 7,

2007.

4. Registra tion of commodity pool programs, adopted September 21 , 1983, e ffective

January l, 1984, amended and adopted May 7, 2007.

5. Equipment programs, adopted November 20, 1986, amended April 22, 1988, and May

7,2007.

6. Registration of oil and gas programs, adopted September 22, 1976, amended October

12, 1977, October 31, 1979, April 23, 1983, July 1, 1984, September 3, 1987,

September 14, 1989, October 24, 1991, and May 7, 2007.

7. Statement of policy regarding real estate investment trusts, revised and adopted May 7,

2007.

8. Real estate programs, last revised May 7, 2007.

9. Sta tement of policy regarding unequal voting rights , adopted and e ffective  October 24,

1991.
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10. Omnibus  Guide lines , adopted March 29, 1992, amended May 7, 2007.

11. S ta tement of policy rega rding church extens ion fund securitie s , adopted April 17, 1994,

entitled guide lines  for gene ra l obliga tion financing by re ligious  denomina tions ,

amended April 18, 2004.

12. S ta tement of policy rega rding church bonds , adopted April 14, 2002.

13. The  full text of the  rule  follows:

7



TITLE 14. P UBLIC S ERVICE CORP ORATIONS ; CORP ORATIONS  AND

AS S OCIATIONS ; S ECURITIES  REGULATION

CHAP TER 4 . CORP ORATION comm1s s Ion -s EcUR1T1:Es

ARTICLE 1 . IN GENERAL RELATING TO THE ARIZONA S ECURITIES  ACT

Sections

R14-4-116. NAS AA S ta te me nts  of P olicy
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A r

R14-4-116. NAS AA S ta te me nts  of P olicy

A. Unless  othe rwise  provided in A.R.S . Title  44, Chapte r 12, Article  7, transactions  tha t fa ll

within one  or more  of the  following North Ame rica n Se curitie s  Adminis tra tors  Associa tion

(NASAA) s ta tements  of policy sha ll comply wide  the  requirements  of dose  s ta tements  of

policy to qua lify for regis tra tion or renewa l unde r A.R.S . Title  44, Chapte r 12, Article  7.

1. Sta tement of policy regarding loans and other materia l a ffilia ted transactions, amended

November 18, 1997.

Registration of asset-backed securities, adopted October 25, 1995, amended MaV 7,

2007.

3. NASAA mortgage  program guide lines , adopted September 10, 1996; amended May 7,

2007.

4. Regis tra tion of commodity pool programs, adopted September 21, 1983, e ffective

January 1, 1984, amended and adopted August 30, 1990 MaV 7. 2007.

5. Equipment programs, adopted November 20, 1986, effective January 1, 1987, amended

April 22, 1988, a nd Octobe r M, 1991 Mav 7. 2007.

6. Registration of oil and gas programs, adopted September 22, 1976, amended October

12, 1977, October 31, 1979, April 23, 1983, July 1, 1984, September 3, 1987,

September 14, 1989, and-October 24, 1991, and MaV 7, 2007.

7. Statement of policy regarding real estate investment trusts, revised and adopted

September "9, 1993 May 7. 2007.

8. Read estate programs, last revised September "9, 1993May 7. 2007.

2.

9



A

Sta tement of policy regarding unequa l voting rights , adopted and e ffective  October 24,

1991.

10. Omnibus  Guide line s , adopted March 29, 1992, amended MaV 7, 2007.

11. S ta tement of policy rega rding church extens ion d securitie s , adopted April 17, 1994,

entitled guidelines for general obligation financing by religious denominations;

amended April 18, 2004.

12. S ta tement of policy rega rding church bonds , adopted April 14, 2002.

B. The  mate ria l lis ted in subsection (A) is  incorpora ted by re fe rence  and on file  with the

Commission. The incorporated material does not contain later editions or amendments.

The  ma te ria l is  published in NASAA Reports  by Commerce Clearing House , Inc., 4025 West

Pe te rson Avenue , Chicago, Illinois  60646. Copie s  a re  ava ilable  from NASAA, 10 G S tree t,

N.E., Suite 710, Washington D.C. 20002, and the Commission.
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